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CHAPT2R - I 
INTRODUCTION : 
India is considered to be a native land for diamond 
cutting and polishing work. Although there are many 
countries in the world which are engaged in diamond cutting 
and polishing work but India has a privilage in diamond 
cutting and polishing since its inception. 
Indian diamond industry is playing a very important 
role in the development of economy by way of earning 
substantial foreign exchange. It has also been contributing 
consierbaly to Gross National Product. It accounted for 
more than 18 percent of the total exports of India. It also 
employed .Tound aJszut 6 lakh workers. Keeping in view the 
above facts of diamond industry, the present dissertation 
deals with the analysis in regard to trends in world 
rough diamond production, Indian rough diamond production, 
imports of rough diamond, exports of cut and polished 
diamond and major factors responsible for the erratic 
growth and development of diamond industry. 
Survey of Literature; 
While conducting the studies on the "Growth Pattern 
of Diamond Industry in India" we came across the various 
books, journals and articles. Some of the articles which 
are being reviewed. 
Dr. Anil Mehta; "Diamond Industry Past , Present and 
Future" (1991) discusses the h i s t o r y of diamond and the 
sources of rough diamonds. I t diagnosis the p o t e n t i a l i t i e s 
of the Indian Diamond Indus t ry . He observes t ha t the Indian 
diamond indus t ry works on value addit ion bas i s and over 
95 percent of our production i s ex t rac ted in the hard 
currency area . He further po in ts out t ha t the indust ry 
i s neglec t ing the workers, 
Gupta P.M.'s Ar t i c l e e n t i t l e d "Indian Diamond Indus t ry 
Through the /^ges" (1991) an attempt has been made to give 
a h i s t o r i c a l perspective of the indus t ry . I t also deals 
with the present pos i t ion and the future prospects . He 
observes tha t although there i s a recession in U,S.A, but 
S t i l l U.S,A, i s / impor te r of 33 percent of I n d i a ' s t o t a l /P^ '^WUYV/ 
production. I t also gives a b r ie f analys is about the pa t t e rn 
of employment in diamond indus t ry of Ind ia . 
Another a r t i c l e authored by Surendran P.K. "Diamonds, 
3ig Business once Again"(1991) discusses about the gloomy 
p ic tu re of Indian diamond indus t ry which has been due to 
the recession in U.S. economy, (!< ulf t^ar, and i n t e r n a l 
d is turbances . He further points out thatmany workshops 
1. Anil Mehta-Diamond Industry Past>Present and Future 
Gemi World, Jaipur,Nov-Dec, 1991 pp.41-43 
2. Gupta P.M. Indian Diamond Industry"pi^ough the Ages 
GemiWorld, Ja ipur , Nov-Dec, 91 pp. 57-59 
3 . Surendran P.K.- Diamond Big Business once Again,Gem World 
Ja ipur , NOv-Dec,1991 pp 25-32 
owners put down t h e i r shut ters due to heavy stock of 
cu t t i ng and polished diamond wait ing for shipment, 
Arvind C, Pa r ikh ' s a r t i c l e captioned "Looking Back and 
ri 
Looking Forward(1991) observes tha t in the t o t a l gems and 
jewel lary export diamond c o n s t i t u t e s 91 percent and i t 
also accounts for 18 percent of the t o t a l marchfijidise 
exports of the country. In value terms I n d i a ' s share in 
the world t rade in diamonds stood at r e t a i l level about 
70 percent . He fur ther says t h a t a l l organisa t ions and 
Councils have performed well so far but t h a t i s not enough 
in order to compete with the pace of t he world. 
Another a r t i c l e e n t i t l e d " Diamond Indus t ry of India" 
2 
wr i t t en by Navin Mehta (1991) is an ex t r ac t from the 
repor t of diamond industry of India presented at the s i l v e r 
Jub i l ee World fliamond Congress held at London. The a r t i c l e 
contains the information r e l a t ed to the t o t a l imports of 
the rough diamonds by India from 1985-86 to 1990-9| and 
t o t a l exports of the same and discusses some problems 
faced by indus t ry . 
1. Arvind C. Parikh -Looking Back and looking forward 
Gems worId,Jaipur,Nov-Dec,1991, p.55 
2. Navin Mehta- Diamond indus t ry of India , Gems worlds 
Ja ipur , Nov-Dec,1991 pp.37-40 
K a n t l l a l C h h o t a l a l ' s a r t i c l e , on "Counter t r a d e ixi 
Diamond" ( l99 l ) s t r e s s e d over the need of coun te r t r a d e . 
At a time when India i s fac ing fore ign exchange e r i s i s 
coun te r t r a d e rray rescue coun t ry . He a p p r e c i a t e d the s t eps 
taken by M.M.T.C. regard ing the s a l e of diamonds through 
c o u n t e r t r a d e o p e r a t i o n s . 
2 
Dr. Vyuptakesh Sharan in h is a r t i c l e "Gems and Jewel la ry 
Export" ( l99 l ) ana lyses the major problems of Indian diamond 
indus t ry namely-raw/ m a t e r i a l , technology e t c . and fu r the r 
sugges t s some measures to solve the above mentioned problems, 
3 
J a i n M.?. ' s a r t i c l e on " Ja ipu r Gem Trade Losing out to 
Bangkok" (l991) d i s c u s s e s the reasons why gem t r a d e r s are 
s h i f t i n g t h e i r c a p i t a l t o Bangkok. He a l s o sugges t s some 
measures to check the immigration of t h e t r a d e r s from 
J a i p u r t o Bangkok, He however c r i t i c i s e s the Government 
expor t p o l i c i e s in regard to diamond i n d u s t r y . 
4 
Eswar G.S, in h i s paper "Marketing of Gems" ( l99l) d i s cus se s 
the type of gems, t h e i r p r i c e s and marke t ing . 
1 . K a n t i l a l Chho ta l a l - Counter t r a d e in Diamond,Gems world, 
J a i p u r , Nov-Dec, 1991, p .3 5 
2 . Vyuptakesh Sharan - Gems Jewe l l e ry Exoor t , Ycjpia, Apr i l 2C 
1991, New D e l h i - p p . 27-26 
3 . J a i n M.P. - J a i p u r Gem Trade Losing Out to Bangkok, 
F inanc i a l Express , New Delh i ; S e p t . 2 2 , l 9 9 l - p . 4 
4 . Eswar G,S,- Marketing of Gems, O f f i c i a l J o u r n a l of 
Geologica l Survey of I n d i a , Banglere^Vol-27 
May/ 1991, pp. 469-476. 
5 
Radha Krishna 3.P. in his a r t i c l e captioned "Gens and 
(Ornamental ^^tone jjidu3tr^'(l991) discusses the world 
jewel lary market which estimated 95000 crore business 
p o t e n t i a l whereas India accounted only 10,000 crore 
market p o t e n t i a l . He put a g rea te r s t r e s s over the 
workingconditions of workers under which they have to 
work. He fur ther observes t h a t there i s no proper 
u t i l i s a t i o n of research work done by Geraology i n s t i t u t e 
of India . 
2 K i r t l l a l K. Doshi ' In an a r t ic l ' e captioned "Revi ta l i s ing 
the Coloyred Gems Stone Industry'(1992) discusses the 
problems and business e t h i c s . He points out tha t gone 
are the days when s tandardisa t ion in cu t t i ng and pol i sh ing 
of gemjwas a l e a s t factor but now i t i s one of the v i t a l 
and countable factors to be looked i n t o . 
Kanu C. J h a v e r i ' s paper e n t i t l e d "Trade needs PR Cell*(l992) 
has given a s t r e s s on the e x i s t i n g pa t t e rn of i n d u s t r i a l 
r e l a t i o n s in the country. According to him, in a short span, 
indus t ry has increased i t s business and employing more and 
more persons, day by day. 3ut the working r e l a t i o n s have 
been lacking. 
1. xRadha Krishna 3. P . - Gems and Ornamental ^tone Indus t ry 
fin o f f i c i a l Journa l of {geological 
Survey of India . Vol-37, May, 1991 
Ed i to r i a l p.403-405 
2. K i r t i l a l K.Doshi-The Revi ta l i s ing the £'oloured Gem Industry 
Prism Si lver Jub i l ee Specia l , Jan-1992/ 
Gems JewelldryAPrpmotion Council-3ombay.pp49-
3.Kanu C. Jhave r i - Trade Needs PR Cell-Prism ,&ilver Jub i l ee 
Special .Jan,1992 GJEPC-Bombay.pp.61-63 
GuPta g»G. In h i s a r t i c l e e n t i t l e d "Mining of Diamond in 
India" (1992) gives a b r i e f account about the rough 
diamonds product ion in the world as wel l as I n d i a . He 
reviewes the working of Nat iona l Mining Development 
Corpora t ion Limited . He a l s o g ives some sugges t ions in 
regard to improve t h e domestic rough diamonds product ion 
as v;ell as for t h e safegaurd of the i n t e r e s t of the i n d u s t r y . 
2 
Michelly 3 . F . ' s a r t i c l e capt ioned "The Diamond Indust ry ^ 
A Perspective** (l99 2) provides a b r i e f information about the 
diamond mining. He a l s o d i s e a s ^ e s the ways and means of 
marketing of diamonds. He observes t h a t 3/4 of world diamond 
produc t ion is imported from the Ind ia . Indian diamond 
indus t ry employed nea r ly 6 lakh pe r sons . 
Sh i r eyask . Dpshi In b i s a r t i c l e on "Diamond Indus t ry the 
New Horizon" (l992) h i g h l i g h t s the performance of Indian 
diamond i n d u s t r y . He sugges ts t h a t the added a t t e n t i o n must 
be paid on hew India should face t h ^ o m p e t i t i o n with S r i 
Lanka, Thai land/ China and o the r new diamond c e n t r e s in the 
world . 
1 . Gupta P.C. - Mining of Diamond in I n d i a , Chairman-Cum-
D i r e c t o r NMX: Ltd. The Hindustan Tinies, New 
D e l h i , May 20, 1992 p . H 
2 . Michelly B . ? . - The Diamond Industry-A P e r s p e c t i v e , The 
Hindustan Times, New D e l h i , May 20, 1992 p . l ' 
3 . Shireyas K. Doshi - Diamond Indust ry the Nev/ Horizon, Prism 
S i l v e r J u b i l e e S p e c i a l , GJFEC-BonrJDay, 
J a n , 1992 p . 51 
Kamlesh S. Jhaverl's article captioned "Need for a Diamond 
Bourse"(1992) suggests that India should have fulfeledged 
trade centre equiped with all the modern facilities as the 
country has no such type of trade centre which is the need 
of the day. 
2 
Alok Kala 's a r t i c l e "£xport Boost Possible by Switching 
over b e t t e r Training and Technology"(1992) gives an over-
view of the occasion of Bhoomi Pooja for diamond Bourse 
p ro j ec t . He further points out the problems faced by Indian 
diamond industry due to the lack of t r a i n i n g and adoption ''^ 
technology. 
Dinesh Sangharajka in his paper on "On increas ing Efficiency 
in Diamond Industry"(1992) discusses the too l s and machinary 
used by Indian ctiamond industry which i s lacking modernisation. 
He a lso suggests some su i tab le measures to solve these problems. 
An a r t i c l e e n t i t l e d " Topping the Export l i s t ^ m s and 
Jeweliary (1993) published in the Employment News_, deals with 
the e a r l i e t rends in regard to production of diamonds. I n d i a ' s 
t rade in diamonds, employment oppor tuni t ies in Indian diamond 
industry and problems of diamond indus t ry . I t suggests the 
several measures as to how to remove hurdles from the way of 
Indian diamond indust ry . 
1. Xarnlesh S. Jhaver i - Need for a Diamond Bourse in India 
Prism Si lver Jubi lee ^pecial^GJEPC^Bombay-Jan,1992, pp.53-54 
2. Alok Kala- Export Boost Possible by ^witching over Better 
Training and Yechnology-Oems Vlorld^ June, 1992 , pp. 38-39 
3. Dinesh Sangharajka- On increas ing Efficiency in Diamond 
Industry^Gems IVorld^ Jaipur , July-August, 1992 pp. 23-24 
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Objectives of Study; 
The following are the main aims and objectives of the 
study:-
1. To trace origin and uses of diamond. 
2. To highlight the trends in rough diamond production in'lh^ 
world as well as in India. 
3. To examine the overall trends in world diamonds exporti 
and India's share in world exports of diamond. 
4. To examine trends of India's imports and exports of 
diamonds and value addition, 
5. To discuss the inajor problems relating to the growth 
and development of diamond industry of -India. 
6. To suggest an action plan for better and rapid growth 
and development of diamond industry of India. 
Scope of the Study; In the present study an endeavour has 
been made to examine critically the different trends in 
the world rough diamonds production, world and India's 
diamond production and exports. It covers a decade 
period i.e. between 1980-81 and 1990-91 which is a fairly 
long period for having better picture in regard to trends 
in different ^ gments of Indian diamond industry. 
This study is being conducted keeping in mind above 
mentioned objectives and it cannot be claimed that all .the 
facts pertaining to diamond industry have been fully ' 
!i 
examined. It has however covered some vital aspects of 
Indian diamond industry.Due to scarcity of research 
material, the st dy has not covered all the segment of the 
industry. However it is claimed that all those aspects 
which have been covered in the study would provide a 
broader base and useful guidelines to all concerned 
organisations and exporters of diamonds. The suggested 
measures in study would go a long v/ay in bringing a rapid 
growth of diamond industry in India particulary on production 
and export Horizons, 
Collection of Material; The study is based on published and 
unpublished data collected from secondary sources. Informations 
have also been gathered from exporters hand book/ articles 
published by different organisations, journals and papers 
dealing with^growth and development of diamond industry in 
the country. 
Layout of work : In order to examine the growth pattern of 
diamond industry in India, the present dissertation has 
been divided into five chapters. The first chapter deals 
with ntroduction on the proolem selected for this dissertation^ 
survey of literature, objectives of the study, scope of 
the study, collection of material and fram'e-v/ork of the 
study. The second chapter highlights the/^diamond in world 
perspective. This chapter provides material relating to 
1.1 
origin of diamond cutting and polishing ,uses of diamond 
and total world sale and India's share in the world. The 
third chapter analyses the growth pattern of Indian 
diamond industry, its location pattern, trends in imports 
and exports of diamonds. Fourth chapter examines the 
major constraints affecting the growth and development 
of Indian diamond industry with special reference to 
exports. The fifth chapter is a resume of the findings 
and c-suggestionS* ^^® main purpose of this chapter is to 
sum up the major findings and to suggest suitable measures 
for the better and rapid growth and development of Indian 
diamond industry in years to come. 
CHAPTER- I I 
INDIAN DIAMOND IN WORLD PERSPECTIVE 
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CHAPTER-II 
INDIAN' DIAMOND IN WORLD P5RSPSCTIVE 
Diamond is a mineral. The unique physical and chemical 
properties of diamond make them the most sought item all 
over the world. 
Diamond has been the only gem stone composed of a single 
element. It is crystallized carbon. Carbon exist as several 
solid allotrops. Diamond is one allotrope of carbon and is 
the hardest substance known as graphite. 
The extreme hardness of diamond is of great importance 
to industry which uses the stone as an abrasive and in cutting 
tools. This chapter discusses the origin, different uses of 
diamonds, world diamond production, world diamond exports and 
India's share in world diamond exports in brief. 
The origin of diamond is very controversial. Original 
diamond crystal had been formed in kimberlite pipes which 
are ultra basic Igneous Rocks, rich in olivine. Diamonds are 
crystallized at a great depth from the surface of earth 
between sixty and hundred kilometer deep in the interior 
surface of the earth where, the pressure ranges between 30 
and 60 thousand atmospheres.^ 
1. William D. Halsay- Colli-^r Encyclopedia, Macmillon Education 
Company, New York,1936- p.275 
2. Deb 3. Industrial Mineral and Rocks of India, Allied 
Publisher Pvt. Ltd. New Delhi,1986, p-518 
li 
Uses of Diamond; Precious stones like diamond etc. were 
considered to be the most vital part of astrology. Even 
in the table of planet given in the seventeenth century, 
diamond was equated with the Sun. 
A curious belief about the diamond is that if the same 
is held in the mouth. It causes the teeth to drop out. 
Jewellary today often advise the owners of valuable diamond 
ring to hold it with their teeth while washing their hands 
to eliminate the risk of leaving the ring behind. 
Diamond is also considered to be of service to lunatic 
and those possesed of devils. It also repelled the attacks of 
Phantom and made the sleep of wearer free from nightmare. 
Another benefit of diamond is its ability to battle the magic 
arts and to cause law suit to be settled in favour of wearer. 
The two facts namely material power and spiritual power had 
been associated with the diamonds. In the earlier days, the 
diamond was used to cure certain diseases and keep away natural 
calamity. Diamond is also believed to be helpful in getting 
escape from the evil spirit and getting the dispute settled 
down easily. 
In the ancient time, diamond held very disputed position. 
Some considered it as source of medicine while some took as 
a source of poison. 
1. iric Burton-Diamond, Ilnd reprinted in 1981,London-p,10 
2. Ibid- p.10 
3. Ibid-p.lO 
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However, there is no gainsaying the fact that there 
are numerous uses of diamond by virtue of its unique physical 
and chemical properties. 
The succeeding paragraph deals with the commercial 
importance of diamonds in detail. 
Commercial Importance; Diamond is of tremendous importance 
from commercial view point. The uses of diamond in industries 
are vast and varied. That is why the diamond was called the 
"Monarch" of modern industries. One of the most important 
properties of diamond is it hardness which is very useful 
for industries. 
Bort and Carbando, two very important kind of diamonds 
are particularly useful in industrial application. Since the 
cleavage properties of their individual crystals is marked 
by their crypto crystalline stmcture, composed essentially 
of minute interlocking crystal of diamonds which make them 
extremely hard without the tendency to split under a heavy 
blow. 
With fast changing fashion and taste of the people the 
diamond studded jewelleries are very high in demand* 
Diamond tools are extensive"'y used in shaping the 
internal combustion and diesel engine. Br-^ nze bearing in 
connectii^ q Yod is bored by diamond drill for uniform 
diamensn'onal accuracy and high finish. 
1. -]ric Burton-Diamond- Oocit p,lb~~ ''' ' 
2 . Desh Pande- Industrial use of Diamond-Science Today./octcb->' 
1977, p-4 6 ^ 
3. Ibid- p.46 
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The grinding..wheels whiCh are-uaed in grinding component 
to finish sizes are diamond tuned. And about 76 percent 
of the supply of Bort goes into grinding wheel. The commu-
tator..of.. - starter motors and dynamos are machined with 
diamond tipped tools. Diamond tools are also used in 
air craft production, machine tool industries and also 
widely in glass and optical industries. 
Diamond saws occupy an important place in cutting 
glasses. They are also used freely in engraving glasses 
cutting glasses for lense and prism making, benething 
2 
and edge grinding of mirrors and tabl^ ^ glasses. 
Diamond dies are used in industrial stone for 
drawing wire o^ constant diameter normally less than 
one million meter, platinum alloy wire 0.00066 cm in 
diameter and tungsten wire 0.0007cm in diameter which 
are normally used in lamps, Ifadio tube, fillectronic 
component etc. However, the diamond dies used for wire 
drawing must be free from inclusion and flaws. 
A large quantity of indu.=^ tr-i al diamonds Bort and 
Carbondo are used as drilling bits. Diamond bits are 
extensively used for drilling concrete and other man 
m=de material,hole for pipes, cable etc. 
1. Desh Pande-Indu.'strial uses of diamond-Science Today, M O , n^ iK-; 
October,1977-p.46 ^"^ ^ ^''^' 
2. Ibid p.47 
3. Ibid-p.47 
is 
Diamond powder is used for the following purposes:-
1) Sawing rough, polishing and fine polishing of gems 
and shaped tools; 
2) Polishing tips of tungsten and carbide tools. 
3) Piercing, reboXing and polishing of wire drawing dies; 
4) Sizing and polishing of gramophone needles; and 
5) Lapping and polishing of hardened steel, guage 
mettalograohic specimen for irdcro- scopic studies etc. 
The diamond powder is also used in hones and hand 
laps in resin bounded abrasive wheels. Electro-deposited 
tools are used in dentistry and electro deposite grinding 
wheels as cutting saws in ceremics re^ractry tiles and 
glass industry. 
Trends in World Diamond Production; 
The major countries engaged in diamond production are 
Angola, Botswana, Central Africa, Republic Ghana,Ivory Cost, 
Lioatha '/ Libya, Russia, Geralicon, South Africa, South-
West Africa, Tanzania, Venezuala, Zhaira and Australia. 
However the bulk output of rough diamond AS confine»t 
to Russia and Australia, Australia has been the largest 
producer of rough diamond with output of 35 million carat. 
Table-I shows trend in world rough liiamond ^reduction 
between 1980 to 1991. It is discerniable from Table-l 
1. Dc^ sh Pande- Industrial uses of Diamond-. Opcit p. 47' 
2. Ibid-p.47 
il 
that the total rough diamond production went up for 
42.91 million carat in 1980 to 100.81 million carat in 
1991 indicating an ovar all rise of 234 percent. The rise 
has been continuous but gradual 10 percent to 20 percent 
except in the year 1986 and 1991 where the increase is 
worked out to be 3^ percent and 2'0 percent respectively-
over the previou years. 
TABLE-I 
TRENDS IN WORLD PRODUCTION OF ROUGH DIAMOND dSTVTEEN 
1980 f{NL 1991 
Years 
Production % increase/decrease 
'in million carat) over the previou year 
1980 42.91 
1981 45.53 06.00 
1982 47.05 03.00 
1983 57.23 21.00 
1984 63.85 11.00 
1985 66.54 04.00 
1986 89.60 34.00 
1987 90.01 00.52 
1988 94.00 04.00 
1989 98.00 04.00 
1990 N.A, N.A. 
1991 100.81 02.00 
Increase/decrease 
over 1980 2 34% 
Sources : 1. India and Diamond.j^HIndus tan Times, New Delh i 
May 10,1992-p.17 
2, Gems and Jese l l f i ry Export Promotion C o u n c i l , 
Jhandewalan Complex_,New D e l h i . 
1 ? 
Cutting and Polishing Centrej: There are some countries 
in the world where very thin deposite of rough diamond 
(Vu^available but the wheel of cutting and polishing 
activities are progressing as fast as that of the 
countries whose depositeaof rough diamond are abundantly 
available. 
World renowned polishing centres are sitiiated in 
U.S.A., Belgium, France, Holand, India, Israil,Russia, 
South Africa, West Germany, Japan, Thailand, Sril^nka 
and China. Similar! y_^  the main trade centres of^world are 
spread over Australia, Brazil, Canada,France, England, 
Italy, Japan, South Africa, Spain, West Germany, Hongkong. 
Israil and India. 
Trends in World Diamond Exports (Value)'. 
Table-2 shows the trends in world diamond exports 
(value) from 1^ 85 to 1990. Table indicateSthat there is 
upward trends in the exports of diamond in the world 
during the period under review. During the years 19R5 
to 1990 Diamond Export registered an over all increase 
of 220%. However the increase has not been steady. The 
overall increase registered during the period under 
study ranges between 2 2% to 2 5% except in two years 
i.e. 1909 and 1990 where the increase was recorded 
9% and 5% respectively. Trends in Export of world major 
exporters can be seen from Appendix-Ii on page No.73 
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riONnmSION; The significance of the use3of diamond 
in day to day man's life bears the testimony since 
time immortal. The use of diamond became more popular 
and widely recognisable since the inception of 
industrialisation world over. 
The major countries engaged in diamond prod^^ction 
are Angola, Botswana, Central Africa, Republic Ghana, 
Ivory Cost, Libya, Russia, Australia and India.However, 
the bulk of the output of rough diamond XSJ confined 
to Russia and Australia. 
The total world rough diamond production in 1991 
stood at 100.81 million carat and total world^export* 
stood at 24004533 US Dollor in 1990. India's share 
in the world^exports was approximately 7.5% in 1990. 
However, the incisive tabular analysis of the 
India's share in world.exports give vent to the fact 
that there h=is been unsteady growth in I ndian^ex^ort*. 
The reason for unsteady growth is attributed to the 
outbreak of UfulfVar during 1990 and 91 and the internal 
socio-economic and political chaos. 
Zi 
I t i s p e r t i n e n t t o n c t e h e r e t h a t 6D p e r c e n t of 
g l o b a l o u t p u t of rough diamcno i s p r o c e s s e d in I n d i a . 
S i m i l a r l y a b o u t 70 p e r c e n t of t h e gems and diamonds u s e d 
in j e w e l l e r y t he v;orld o v e r a r e c u t , p o l i s h e d and e x p o r t e d 
from I n d i a . 
T a b l e - 1 shows t r e n d s in employment g e n e r a t e d by 
diamond i n d u s t r y . As the t a b l e - 1 shows t h a t number of 
l a b o u r went up from 3 . 5 l a k h in 1985-86 t o 6 l a k h in t he 
y e a r 1991-92 showing an o v e r a l l r i s e of 71 p e r c e n t in 
employaen t g e n e r a t i o n . However in 1990-91 t h e r e has been a, 
n e g a t i v e groVv^h in employment g e n e r a t i o n due t o v a r i o u s 
r e a s o n s a t t r i b u t e d to t h e i n d u s t r y in t h e p a s t . 
TABLE-1 
TRENDS IN EI--TLC'YMENT GENERATED BY DIAMOND D^ -DUSTRY 
FROM 1 9 8 ^ 8 6 TO 1991-92 
Y e a r No. of l a b o u r % i n c r e a s e / d e c r e a s e 
( i n lakhs) o v e r t h e p r e v i o u s y e a r 
1985-86 3.50 
1986-37 '1.5D 23 .57 
1987 -33 5.Cr 1 1 . 1 1 
1988.89 6.00 20 .00 
1989-90 7 . S3 25.00 
1990-91 5.00 - 33 .34 
1991-92 6.00 20 .00 
% i n c r e a s e / d e c r e a s e 
o v e r 1980-81 71.00 
S o u r c e : T a b l e compi led by Auth.cr from d i f f e r e n t s o u r c e s . 
4 . A n i l Mehta-"Diamond Industry.-, P a s t P r e s e n t and F u t u r e " O o c i t n. ' 
^5 
Location Pattern; India's main cutting centres are 
located at Gujrat, Maharashtra, Rajasthan, TamilHadu, 
Kerala, Goa and Orrisa. 
Gujrat contains the: most renowened diamond chitting 
centre of India as well as of the world. Surat is the 
main city of Gujrat where 30 percent of the total work 
is carried out. Next to it is Navsari. Surat is called 
as a 'Diamond City' of India. 
Other developing centres in Gujrat are Bhavnagar, 
Palampur, Ahmadabad and Baroda. Bhavnagar is famous for 
single cut and diamond park is located in Raroda. 
In Surat, process work of diamond is concentrated in 
Mahidarpur, Gopipiira, Varcha Road, Brass Road. Syedpura 
and Sad Sumpara localities. 
Added to this, men and women also come from Bhavnagar 
Amreli, Junagarh, Valsad. The process work of diamond in 
Surat provides employment to the workers ranging between 
3 to 4 lakh. 
The other centres in India are Bombay in Maharashtra, 
Jaipur in Rajasthan and recently established centre at 
rr-ichur and Thrusom in Kerala, Coimbatore in Tamilnadu etc. 
According to employment generation the second largest 
centre is Jaipur in Rajasthan which employed nearly 80,000 
worker which is more than the worker employed in Israil 
wnich is the second cutting and polishing centre in the 
world. 
'io 
Trands in Rough Diamond Production 
India accounted for just 1 to 3 percent of world 
total rough diamond production. V/hatever volume of 
diamond is produced in India, 90 to 95 percent of which 
is contributed by R-anra mine alone. 
Table-2 shows trends in India's T-Ough diamond 
production between 1980-81 (V^^^-l 9 90-91 
TABLE-II 
TRENDS IN ROUGH DIAMOND PRODTTCTION IN INDIA 
BETWEEN 1980-81 MP 1990-91 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1939-90 
1990-91 
Production 
(in carat) 
13798 
14543 
13043 
13458 
15025 
15815 
15262 
15912 
14210 
16072 
18010 
%increase/decr9ase 
over the previous year 
05.39 
-10.32 
03.18 
11.64 
05.25 
03.50 
34.25 
-10.69 
13.10 
12.05 
% increase / 
decrease ov3r the 
1980-81 30.52 
Sources: 1. Gems S^ oTewellAry Exoort Promotion Council 
^Thandewalan-New DelM ^^t>lUJ 
2. India and Diamonds-iHindustrr, Times^May 2 0, 
p . 1 7 , • 
n 
Table-2 shows an increasing trend in the rough 
diamond production. The production went up from 13 798 
carat in 1980-81 to 18010 carat in 1990-91. There are 
over all increase of round about 31 percent over the 
1980-81. However the trends are unsteady. The rise has 
been continuous. 
Tablf^ -3 shows trends in world diamond production 
and India's total imports of diamond from 1980-81 to 1991-92 
TABLE-I II 
TR2NDS IN WORLD DIAMOND PRODUCTION .A3D INDIA.'S : . ." 
TOTAL IMPORTS BETWEEN 1980-81 A^D 1-991-92 
Year 
world diamond 
production(in 
million carat) 
To-*-al India's % share of 
diamond imports India's imports 
(in million o^ diamond 
carat) 
1 9 8 0 - 8 1 
1981-82 
1982-83 
1983-84 
1984-85 
1985 -86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
4 2 . 9 1 
45 .52 
4 7 . 0 5 
57 .23 
63 .85 
66 .54 
39 .60 
90 .07 
94 .00 
98 .05 
N.A. 
100 .31 
% increase/ 
decrease over 
1930-81 234 
1 8 . 7 1 
2 4 . 4 0 
2 5 . 4 0 
2 8 . 4 0 
2 6 . 3 0 
3 4 . 0 6 
39 .92 
46 .52 
5 4 . 1 5 
5 9 . 7 0 
3 7 . 1 3 
66 .62 
4 3 . 6 0 
5 7 . 9 8 
5 3 . 9 8 
4 9 . 6 3 
4 1 . 1 9 
5 1 . 1 8 
4 4 . 5 5 
51 .64 
57 .60 
6 0 . 8 8 
37 .34 
6 6 . 2 0 
3 6 0 . 2 0 2 2 . 6 0 
SOURCES: 1 . Gems & Jewellfljry E x p o r t P r o m o t i o n C o u n c i l 
Jhandewalan-New D e l h i . 
2 . I n d i a and Dian^ond.The H i n d u s t a n Times,New D e l h i ^ 
^iaV;20, 1992-/, ri.17 ^ 
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I t is Seen from table-3 that the t o t a l rough 
« 
diamond production went up from 42. 91 ma^llion caliai: in 
1980-31 to 100.31 million carfat: in 1991-92 showing an over -a l l 
increase of 234 percent . Whereas the t o t a l diamond imports 
of India has gone up from 18.71 m«<il ion caTifet in 1980-81 to 
66.20 mill ion caKfai: in 1991-92 showing an over -a l l r ise of 
more than 360 percent , which means the r a t e of increase in 
Ind ia ' s imports of diamond is much be t t e r than the ra t e of 
increase in vrorld diamond production. This speaks that 
Ind ia ' s diamond industry has been performing well and as 
a resul tp the share of India ' s impcrts has also increased 
by nearly 23 percent during the same per iod. 
Table-4 indicates trends in value addition between 
1980-81 and 1991-92. 
I t is c learly v i s ib le from table-4 tha t the t o t a l 
import value of diamond increcsed by 12 times while the t o t a l 
export value of diamond has gene up by 10 t imes. As a r e su l t , 
value addit ion figure has declined by 20 percent i . e . from 53 
percent to 32 percent during the period under review. 
Share of Diamond Exports • Diamond industry is an export 
or iented industry of India. During the l a s t so many years 
i t has emerged as the larges t foreign exchange earner. 
Table-5 shows the r e l a t ive export perfortoance of 
Ind i a ' s diamonds between I9c0-3l and 1991-92. 
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TARTE-IV 
TRiiNDS IN VALUE ADDITION AS OF % OF TO^^AL IMPORTS 
FROM 1 9 8 0 - 3 1 T o 1 9 9 1 - 9 2 
Y e a r - o t a l i m p o r t i T o t a l e x p o r t s V a l u e a d d i t i o n 
( i n R s . c r o r e ) ( i n R s . c r o r e ) a s a % o f i m p o r t s 
591 53 
729 27 
930 37 
1189 32 
1172 35 
1344 29 
1 9 6 0 36 
2 4 4 0 24 
4 2 3 0 37 
4972 4 8 
4 7 3 9 40 
6 1 6 3 32 
i n c r e a s e / 
d e c r e a s e o v e r 
1 9 8 0 - 8 1 1202 1042 
SOURCES: 
1 . K a n t i l a l C h o t t a l a l , "D iamond M i n e s t o Market"* 
GJEPC, Bombay. 
2 . Gems &c J e w e l l e r y E x p o r t P r o m o t i o n C o u n c i l , 
D e l h i - and Bombay. 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
387 
5 72 
665 
901 
865 
1045 
1439 
1969 
3090 
1993 
3111 
4652 
3.) 
TABLE - \/ 
TRENDS IN I N D I A ' S EXPORT AND THE SHARE OF DIAMOND EXPORT IN 
I N D I A ' S TOTAL EXPORT BETWEEN 1 9 B 0 - 8 1 a n d 1 9 9 1 - 9 2 
T o t a l E x p o r t s T o t a l D i a m o n d % s h a r e o f 
T P 3 IT 
( R s . i n c r o r e s ) s x p o r t S ( R s . i n d i a m o n d i n I n d i a ' s 
c r o r e s ) t o t a l e x p o r t s 
1 9 8 0 - 8 1 6 7 1 0 . 7 0 591 8 . 8 0 
1 9 8 1 - 8 2 7 8 0 6 . 9 0 727 9 . 3 1 
1 9 8 2 - 8 3 8 8 0 3 . 4 0 930 1 0 . 5 6 
1 9 8 3 - 8 4 9 7 7 0 . 7 0 1 1 8 9 1 2 . 1 6 
1 9 3 4 - 8 5 1 1 7 4 3 . 7 0 1172 9 . 9 0 
1 9 8 5 - 8 6 1 0 8 9 4 . 6 0 1344 1 2 . 3 0 
1 9 8 6 - 8 7 1 2 5 5 1 . 8 0 1960 1 5 . 6 5 
1 9 8 7 - 8 8 1 5 6 7 4 . 6 0 2 4 4 0 1 5 . 6 0 
1 9 8 8 - 8 9 2 0 2 3 1 . 9 0 4 2 3 0 . 2 0 . 9 0 
1 9 8 9 - 9 0 2 7 6 8 1 . 4 0 4972 1 7 . 9 2 
1 9 9 0 - 9 1 3 2 5 5 3 . 3 0 4 7 3 9 1 4 . 5 0 
% increase/ 
decrease over 
1 9 8 0 - 8 1 485% 803% 5 . 7 
S o u r c e s : 1 . D . G . C . I . S ^ C a l c u t t a . 
2 . Gems & J e w e l l e r y E x p o r t P r o m o t i o n C o u n c i l -
Bombay 
3 . D i r e c t o r a t e G e n e r a l o f C o m m e r c i a l & I n t e l l i g e n c e 
a n d S t a t i s t i c , M i n i s t r y o f C o m m e r c e , G o v e r n m e n t 
o f I n d i a ^ N e w D e l h i . 
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Table-5 gives an account of t o t a l count ry ' s exports 
and. share o^ diamono exports in the t o t a l country 's expor ts . 
Table-5 shows tha t Ind ia ' s t o t a l exports went up 
by 5 times whereas India ' s diamond exports recorded a r i s e 
of 8 t imes. Accordingly, the re la t ive share of Ind ia ' s 
diamond experts has gone up by 6 percent . This a l l shows 
t h a t Indiandiamond industry has been f lour ishing years 
a f t e r year. Direct ion of I n d i a ' s diamond exports Cun be seen 
from Appendix-I given on page No.72 
Conclusion : From t'ne foregoing analysis i t has been 
observed that Indian diamond industry is a t r a d i t i o n a l 
industry and nov; i t has been emerging as the most f lour ishing 
and exocrt-oriented industry of India. However, i t has not 
been exploring i t s full po ten t ia l due to ce r ta in cons t r a in t s . 
CHAPTER-IV 
MAJOR CONSTRAINTS AFFECTING THE GROWTH 
OF DIAMOND INDUSTRY OF INDIA 
H ^ 
CHAPTZR-IV 
xMAX>R C0MSTRAINT3 AFFSrTT'TG TH£ GROWTH OF DIAMOND INDUSTRY* 
Diamond industry is mine-based industry. Like 
other industries, diamond industry is also facing many 
problems which have affacted the growth and development 
of the industry. Some of the ma lor problems are being 
discussed in the following pages. 
1. problem of Raw Material : 
The working and^performance of diamond industry 
is heavily dependent on the^importsof raw material as 
the local production is insignificant. As a result^the 
net earnings to the country's foreign exchange reserve 
are considerably lower than the face value of the exports. 
Greater dependance on imports for raw material 
has far reaching effect on the working and performance 
of the industry. It i" because whenever smooth supply 
of raw material is affected export_is also affected. This 
is because of the fact*, country' s diamond mines have 
deoleted long back so India has to depend entirely on 
the^imports. The main supplier is London based Diamond 
Trading Company (DTC) . The roughs are c^ it and polished 
before they are exported. Sin'-e the DTC is thf= supplier 
of a particular variety to particular country in order to 
avoid competition among the exporters of finished product. 
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India gets only small size rough. This comes in the 
way of diversification of this trade. It is a fact that 
the small size diamonds are studded in jewell-firy and 
this way they find their market abroad. But the export 
of cut and polished diamond as such is affected in the 
sense that the buyer often looks for the whol'^  range of 
items and sizes and pi-efer only that source which is . . 
capable of supplying the whole range of products. Th^ 
supply position of roughs iS tight not only in case o"^  
diamond but also in other stones. In recent years a 
number of suppliers of roughs have started their own 
processing. The countries like Brazil, Mayanmar, Colambia, 
SriLanka, Thailand, Zambia and Zimbawe^h^ve been the 
major sources of roughs to India have started their own 
processinqs. Accordingly India has been getting smaller 
quantity of roughs a'frecting the Producticjnj^ or: .Indian Diamond 
-Industy which are leftout after their own use. 
2. Prof i t Margin : Besides the con=;traint on the supply 
front, the diamond industry has verv low margin of profits. 
It is a cottage industry and is also rural based. The 
roughs pass through a number of hands i.e. from the 
manufacturer to dealer before finally sent to the user. 
Cutting, shaping and polishing are done by different 
hands. Finished product is often exchanged between the 
1. Vyauptakesh Sharan " Gems & Jeweller^ '- Export, 
YojrTa, New Delhi April3 0, 1981 p. 2 7 
.^4 
dealers and the merchant exporter to make bulk packet 
for exports. At every stage some margin is maintained 
with the result that final cost goes up significantly 
narrowing down the profit margin. 
3. Technology Gap; Modern technology means larger 
production, better quality in production and the economy 
in the cost of production. There is no evidence of 
mechanisation of any significant nature in the processing. 
Naturally the industry failed to reap the advantage/of 
production of better quality and economies of scales. 
It is a fact that the artisans provide a wide range of 
size and shape but due to the technological gap thay are 
unable to give better shape to the roughs which are in 
great demand in foreign countries. The countrfiJjlike Thailand 
and China are competing with India with greater use of 
modern technology, and modern tools. They are reducing the 
cost of productior/. The Isreal and Belgium have also been 
making roughs with modern tools and laser technology. 
Next to India, Israil ,iS-_ biggest centre for cutting and 
polishing of diamonds. However, due to non-adoption of 
modern tools and technology India is not in a position 
to compete with other rivals who have greater use of 
modern technology and tools. It has been found that the 
local importers in Paris and Frankfurt further process 
1. VyuDtakesh Sharan " Gems 5< Jewellfiry Export, Opcit'p,27 
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the gems, cut and polish the Indian rough and thereby 
enhance unit value realisation. Had the Indian techniques 
improved to catch up the international standard the 
Indian exoorters would have earned more from the exports. 
4. Lack of Training and Education : The diamond cutting 
and polished industry is by and large rural based and 
functions mostly as a cottage industry « The technology 
used is practically indigenous and workers acquire the 
skill by watcning their elders engaged in cutting and 
polishing. 
As it is labour-intensive industry the hjij^'^ labour 
fource is not sound in the modern techniques and tools 
which require proper training and education. The industry 
is located in Gujrat and Mahsrashtra. Most of textile 
workers have shifted to the diamond industry due to non-
availability of jobs in the textile mill^in Gujrat and 
Maharashtra. These workers are looking for the job in 
diamond industry. The Government of Guirat provides 
subsidies to diamond industry to accommodate these workers. 
Their skill is more suitable for textile mills rather than 
for the diamond industry. As a result the product which 
comes out is not/\the mark as workers are not capable 
2 
of using modern tools and techniqyes. 
1. Vyuptakesh Sharan. "Gems and Jewellary Export" .Cpclt, p.3,8 
2. Asraf Sayed. "Ahmedabad From Textiles to Diamond "(\n Advertise-
ment suppleman^h? EconoiDic Times-New Delhi p.6,19S7 
3d 
5. Finance; Finance is the marrow of the bones of an 
industry. If there is no marrow in the bones it is rather 
impossible for a man to remain energetic. Sam'^  is true 
in case of an Industry. India's diamond industry is -
financially not sound as compared to other export 
oriented industries. Bank financesto the industry has been 
^curtailed, with the decline in exports credit limit. At 
Present the fixed capital investment per worker or caoital 
labour ratio is very low Rs.2000 as against other 
industries, 'de'rice lack of availability of finance creat 
hindrances in the way of growth and development of 
diamond industry. 
6. Inadequate Channel of Distribution : The channel of 
distribution in the industry is not well developed in the 
country. In many other world trade centres especially in 
Belgium and Isreal, there are well organised diamond 
exchanges or diamond Bourse. It is surprising to note 
that India does not have a single diamond Bourse or club. 
Dealings with foreign buyers are carried out entirely on 
personal contact and initiative without existence of any 
kind of back up facilities available in the diamond market.' 
1. Navin Mehta-'Diamond Industry of Indid'Gems Worlds Jaipur 
D.37, NOV.-Dec. 1991. 
2 . Vyuptakesh Sharan- Gem and J e w e l l a r y Expor t , Opc •"'t- p 28 
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'''• Weak Export 3tratey3;.y; Due to weak strategy India 
is not in a better bargaining position. It is just 
exporting the diamonds to a fevj countries. It is 
because of this that it is not getting better price 
of its diamond. India's e.^ ports are confined to the 
U.S.A., Belgium, Germany, France, Japan, Hongkong, 
Thailand, the U.K., Switzerland, Israel, U.A.E., 
f'ingapore and AuFtralia, 
The U.S.A. is the biggest importer of Indian Diamonds 
accounting for ?1% of total Indian diamond Exports. 
Next to it if Japan with a share of 18.5f^ , Belgium 18?^  
Hongkong 13^ and rest is contributed by Thailand,U.K. 
Switzerland, Israel, Germany, U,A.E.,Singapore and 
Australia. India has not maintained business connections 
with some important blocks like EC-29,0PEG and ASEAN. 
8, High Co^t of transportation : Diamond transportation 
by air if advantapeouF; in a way that it reaches the market 
at right time. Bue due to high freight rate tiie exporters 
do not send their conpignment by air and as a result we 
lore our buyers. Air lifting of diamonds become 
indispensible in order to maintain the continuous flow of 
supply of diamonds. 
i-. Investment Week Vol-2, No.23 June 1-7,1992 
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9. Market Research : Market and marketing researcJa 
is essential for this product. Without market research 
it iF not possible to capture international market 
in a well settled manner. It is very costly and expensive 
affair and it i? beyond the capacity of an individual 
exporter to undertake market research without the help 
of some organisatiou aid the GovernEient. Conducting of 
proper purvey and interview has become difficult due to 
element of cost alongwith the lack of personal contact 
and difficult linguistics, social fad cultural setup. 
vSome times individual Exporters undertake some sort of 
market research. But they are co ducting the market 
research in a manner that will particularly help them. 
As a result remaining exporters do not utilise the same 
for their own purpoj^ es. There ;.s, thus, need to augment 
our efforts in this particular direction. 
1 0. Absence of comprehensive publicity programme: 
Another major hurdle in the development of export of 
diamond is the absence of w .de publicity abroad. 
Presently all the promo' r al efforts for diamond exports 
is undertaken by the Geis Sb - ewellAry Export promotion 
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Council, Bombay. Its efforts are confined only to 
participation in international trade fairc, demonstration 
and publicity through, literature. This kind of publicity 
is not enough for motivating the buyers to buy Indian 
diamonds. Apart from this the efforts made so far have 
not been done on a permanent and regular basis in all 
major and potential markets. Oil producing countries 
have emerged as potential buyers for Indian dia5jond5 but 
po far there has not been required publicity in this region. 
The finance has been the biggest hurdle in intensive and 
extensive publicity. 
11.Lack of Quality Control : Quality is one of the important 
aspects in export trade of diamonds. In order to compete 
with other nations such as Israil which are engaged in 
diamond exports maintaining good quality is the only way 
by which we can face the challanges of these nations. 
More than 70?^  of Indian cut and polirhed diamonds are 
imported by Israil,Japan;the U.R.A., Germany and Hongkong. 
These countries repolirh the imported diamonds in order 
to improve its quality further for earning high unit \ 
value realisation. Hence Indian diamonds are not getting 
their full value. The quality of the product should, there 
fore be improved. 
^0 
12. Unrent in the Gountry; The Indian diamond industry-
is concentrated at Surat in Gujarat, Bombay in 
Maharashtra and Jaipur in Rajasthan, As all thece cities 
are very sensitive. V/henever any thing happened in any 
part of the country the sitjiation in these cities 
become tense. Workers in Indian diamond industry are 
generally rural based. As the violance burst out they 
started moving back to their villages. In the begining 
of the year 1993 due to Bombay and Surat riots diamond 
industry had suffered the losres of nearly 20 to 30 
crore in only two monthr i.e. December and Jaunary.^ 
In the absence of peace and harmony the diamond dealers 
have brought down their shutters. As a result^ 
they did not fulfill the orders of their buyers. Workers 
are also hesitated to come back to their work place due 
to fear of violence. Accordingly they lookediL for a job 
in agriculture. 
Similarly, the foreign buyers di-verted their attention 
to other exporting nations such as Hongkong., Thailand^ 
and Japan resulting into losres of crores of rupees 
to Indian diamond markets. Peag^ and harmony in^country 
is a pre-(Condition for growth of this Industry. 
1. Darkness at Noon , Eclig^ ses Bombay/ Sunt and Jaipur 
Diamond world Jan-Feb/93, Jaipur p#20 
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/ 3 • Meance Towards Buyers : 
Buyers arr iving in the c i t i e s from far off places 
like United S t a t e s , Belgium, Japan and HongKong have 
complained in regard to slush and f i l t h surroundings in 
the famous diamond d i s t r i c t of the Opera House area. They 
have to face the most menacing t r a f f i c on the roads and 
disentangle themselves from the nagging ad??ance of begger 
before catching the sight of the Mythical India "Diamond". 
There have also been nnny instances of diamond parcels being 
snatched away by the gangsters operat ing in that area. The 
daylight robberies and thef t have reached alarming level . 
Abosre a l l , the exist ing bourses with very limited f a c i l i t i e s 
and they are not well equipped. 
/ Y . Labour Relations • At present the industry employes 
6 lakh workers. They are generally r u r a l based and have 
been shif ted from t ex t i l e to diarrcnd industry. They are not 
salary paid workers. They are get t ing t h e i r wages on the 
bas is of t h e i r work i . e . how many pieces of diamond they 
cut and p c l i s h . Some tirres i t happens tha t if there is no 
work for them there has been no income for them,. Working 
conditions in the uni ts are not good enough, and there has 
been no arrangement for the welfare of workers. For example 
proper schccl arrangements for 
1. Diamond Trade - Feature PTI-Financial Express, New Delhi, 
Jan. 21 , 199?- D . 6 
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chi ldren , hospi ta ls e t c . that is why the re la t ion between 
the o\vners and workers has not sa t i s fac to ry and absent ism 
is cominon ohenomenon. 
IS* Lack of Professionalism : I t has been observed tha t 
those who are the owners of the un i t they generally look 
a f t e r the en t i r e process from production to export . They 
are generally non-professional in nature and in character 
as well a s . Accordingly/ they are not performing t h e i r 
dut ies in a most s c i en t i f i c manner and as a r e s u l t they 
inccur losses . 
ii^. Marketing ' Indian diamond industry has been in indenting 
houses. No doubt there has been ups and downs/ but^^to the 
weak market process, the continuous flow has not been in 
exis tence . There has not been any proper marketing process. 
Conclusion • From the foregoing discussion i t is observed 
tha t there are so many constra ints in the way of development 
of Indian diamond industry which are to be solvedjf_war footing tc 
regain i t s past glory. 
1. Kanu C. Jhaveri - "Trade Needs PR Cel l " Prism,Silver 
Jub i lee Special GJEPC-Bombay 
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CHAPTx:.R - V 
GROWTH OF DI.\M0ND INDUSTRY - A CASE STUDY OF SHR3NUJ &. CO. 
In order to show the growth of diamond industry a case 
study of Shranuj & Co. is given. This company was incorpo-
rated in the year 1982 with its Chairman & Managing Director 
Mr. Kirtilal K. Doshi & Shreyas Doshi as Joint Managing 
Director, Regd. Office 405, Dharam Palace, Bombay-?, Works 
Navsari, Surat, Bhavnagar, Trichur, Rajkot, Bombay. 
Establishment : It is a Doshi family business. His father 
was involved in the busin^ s^s of diamond since 1906. The 
corporate existence of Shrenuj &. Co. was held in the year 
1970. After that the present Chairman Mr. Kirtilal K.Doshi 
carried the family business on his shoulders get it into the 
new ear. The Company improved a lot with the help of Joint 
M.D. Shreyas Doshi. It v/as Shreyas Doshi who first brought 
in laser cutting technology for cutting of diamon^ '^s in the 
country. 
Operation and Fana^ e^ment : It operates only from India 
unlike many other diamond cutting firms which have 
branches or associate companies run by relatives in 
different parts of the world. Of course, one major 
reason for this could be that the family of Kirtilal 
K, Doshi, Chairman and Managing Director of the Company 
is not very large. "A large family bring: with it 
compulsions of expanding the scope of business," 
explains an indurtry source. "Each member of the family 
derires to own and manage hir own fiefdom, yet draw on 
the strengths of other he can trust. Hence, there is 
greater need for such families not only to expand the 
voulme of business, but alr-o the territotial spread. 
Soon new centres are opened which in turn lead to the 
formation of new companies a-^  well. Doshi's family is a 
small one, and there were not too many hiers to inherit 
the businesr. Consequently there was not scope for 
opening too many o'fices without havinS the requisite 
manpower to manage these offices." 
A second reason is that Shrenuj ^ co. has preferred 
to concentrate on higher value goods compared to most 
1. Investr^ -ent Week-Vol-2, Ko.23, June 1-7,1992 
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other diamond cutting and polishing firmp in the 
country. Consequently, it could achieve a high sales 
figure despite having fewer cutting centres. 
Thirdly, since the Company did not have any 
offices oversea?, all management efforts had to be 
concentrated on domestic operations. Over a period of 
time, this resulted in better operational efficiencies, 
and more finely honed administrative systems, ensuring 
that there is minimum delay in the arrival of rough 
diamonds into India as well as their despatch as 
polished gems to buyers overseas. Such schedules 
become virtually a matter of survival or extinction in 
view of the enormously high price they have to pay for 
the import of rough diamonds, and the low value added 
content of barely 20-J0% in this line of buriness. 
Today, the country has about 40. laser cutting 
machines but Shrenuj retains its numero Uno position 
of being tie most profitable laser cutting unit. 
" The advantages are manifold on account of using laser 
machines. For one,^  interest costs are lower, production 
in quicker." And during tie hourF when the machines 
would be lying idle, Shreyas ensured that it was kept 
employed by taking up job work a.-signnrnts. 
1. Investment Week Vol-2 No.23 June,1-7,1992 
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While Shrenuj may have been the best performer 
in the diamond industry during 1990-91, the year on the 
whole waj not the best for the industry. This was 
because of three reasons. First: The price of rough 
were raised by the Central Selling Oreanieation(CSO) 
of the De Beers group which controlr almost 90?^  of the 
supply of rough diamonds worldwide. Second: almo;3t all 
developed countries began experiencing recessionary 
trends which therefore could not absorb the high price 
of finished goods. The diamond cutting and polishing 
industry Tvas thus caught on both fronts, and saw its 
malfginf: getting squeezed. Indian diamentairs, howevt^ r, 
were hit by yet another development. The adverse balance 
of payment situation confronting the Indian economy, 
and the resultant forex crunch, forced the government 
to clamp down on imports. But Shrenuj survived and 
flourished. 
"We were not overly affected mainly because of our 
lonf standing in the burine-s. In fact, some clients 
date back to the 1940P and though they may not constitute 
major volumes, it do es mean regular sales and reflect 
the confidence they have in us," states Shreyas proudly. . 
1. Investment Week, Vol-2 No.23 1-7 June,1992 
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Another factor that has stood the Company in good 
stead is it? emphasis on direct sales to Jevelldry 
wholesalers spread out all over the glob. About 
50-60$^ ^ of Shrenuj's sales are to tie whole.<--ale 
jewellfir,y manufacturer^-. Today, Japan accounts for 
around 255^  of Shrenuj's exports and the US for another 
75%. The rest of Shrenuj's cut and polished diamonds 
are taken up by other countries in Europe, 
"But thip does not mean that we take our marketr 
or our raw material sources for granted. Every year 
my father and I take a tour to different markets and 
study the demand patter.. Then we get back, pool in our 
note? and decide on our marketing strategy." This could 
alro be the reason for the Company not going in for 
branch offi e^ ' unlike the other Indian players. But back 
home the situation is quife different, nhrenuj has 
units in Navsari, F?urat , Bhavnagar, Trichur, Rajkot 
ar.d Borabay. It must be noted that in ome of the^e 
centres, the Company operates throufh comisrion agent.^. 
Another speciality of the Company is its thrust 
on fancy rhapes, "Overall, these do not fetch a higher 
price. But individual stones are asses ed, the value 
addition is quite phenomenal." For instance^^j3S^^?re^^^^ 
ACC No. ^^ 
^ ? 
value addition for no?:'mal ptone^ i? Rs.^O in the case 
of fancy shapes 'ft is about Rs.65. But Shreyas explaines 
in fancy shapes, the number of stones being less, the 
over all price realisation is not all that different. 
However, such strategies have helped shore up an 
already impressive bottomline. Consider for instance the 
manner in whic'h Shrenuj has managed to e^rn a ]3fc 
return on a three year basis in respect of operating 
profit before interest, depreciation and on capital 
employed (net "worth plus total borrowings). This may 
not be impressive by itself. However, . if one compares 
this level of profitability with those of others who 
earned less than 15?^  on capital employed Shrenug does 
stand out. Even if incremental profits are con>sidered 
Phrenuj suffered the least erosion margins(after B. 
Arunkumar) during 1990-91. 3uch performance, is 
2 
certainly not to be scoffed at. 
With in impressive cash flow| and expanding 
reserves, are the Doshi's thinking of diversifying 
their business interests? " We are diversifying though 
it is in a related area. We are setting up .a unit for 
the manufacturer of jewellery," says Shreyas. Shrenuj 
±r all set to commence commercial production at its 
1. Investment Week Yol-2 No.21 1-7 June, 1992 
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new jewellery unit shortly. Like most Indian in this 
area of buriness, Shrenuj too decided to recruit only 
frerh hands. The idea was to break them into corporate 
culture peculiar to this trade. To sharpen their Fkills, 
they are trained by foreign technicians to make the 
latest designs fancied by the international buyers. 
This would al^o ensure that the quality of our products 
are high right from the word ^o." Expected to cor:t 
Rs.5-6 crores, this unit is projected to yield a turnover 
of ''O million in three years time first two years would 
be comparatively lerper. "We have .spent about Rs,; crore 
so far."^ 
To finance this venture and also augment the long 
term working capital resources, the company is all set 
to tap the capital markets with a fully convertible 
debentures irsue for Rs.16.18 crore. We have started 
doing some business in other precious stones. The 
principles of cutting precious stones is more or less 
similar,"adds Dophi senior. For starters, it is indeed 
a small amount of Rs.; 0-4-0 lakh. But they may be the 
group strategy of testing the waters before plugging 
in. 
But for the moment, diamonds will continue to be 
rainstay. And Shrevas is optimistic, " The recession in 
1. Inve^ -tment Week Yol-2 Ho.2 1-7 June,1992 Bombay p.l 
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the US -hould recede ooon. Same IP the case with 
Japan, It should get out of slowdown in about £ix 
months time. He add? that the DTC too has been playing 
a good supportive role by releasing smaller qualities 
of rough ihrough the ^ights ihey hold ten times a year. 
The last one war for 35 million as against the norm of 
75 million to 100 million. Thi?' has helped reduce the 
flab on the supplv side in the markets and have thus 
caused prices- to firm up again, though on lower volumes. 
Table I indicate overall performance of the Company from 
1988 to 1991. 
1. Invertnent VJeek Vol-2 No.23 1-7 June,1992 
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TABLE-I 
SHRENUJ'S FINANCIAL SPECTRUK BETWEEN 1988 and 1991 
Particulars 
N-et Sale? 
Other Income 
Total Expenses 
Interest 
Gross Profits 
Depreciation 
Taxation 
Net Profits 
Paid up Equity 
Capital 
Reserver and 
surplur 
Gross Profitf/ 
Hales 
N-et Profits/. 
Sales 
1988 
1.54 
e.oo 
1.76 
0.08 
0.07 
0.00 
0.00 
0.07 
0.80 
0.07 
4.55 
4.55 
1989 
20.07 
0.00 
19.84 
0.67 
1.65 
0.00 
0.01 
1.64 
5.;?3 
1.53 
8.22 
8.17 
1990 
33.88 
0.00 
30.06 
0.87 
3.21 
0.08 
0.10 
3.03 
5.60 
3.33 
9.47 
8.94 
1991 
49.29 
0.12" 
46.53 
1.77 
4.06 
0.15 
0.15 
3.76 
5.60 
5.75 
8.24 
7.63 
Source: CMIE 
SHRENUJ & CO. 
CONSISTENT IMPROVEM.ENT 
Tlie Company went public in 1989. Its equity capital 
of Rs.5."2 crore ir distributed among its 18,000 
shareholders. The financial institutions have about 
30% of the equity and about one,- third is held by the 
public. Kiriilal K. Dophi is the C.M.D. like many other 
listed companies in the group, this company i' alro a 
3)TC "Sight Holder." 
The Company declared a 20?B divident on an EPS of 
Rr.2.9; in 1989. During 1990, the dividend was raised 
to 22iv on an EPS of R-.5.4:^ . In 1991, the EPS improved 
to Rs.6.71 and the dividend was enhanced to 24f^ . Fir^t 
half yearly re-ults for 1991-92 suggests a higher EPS 
of around RB.10. 
r.ft The --hare prices of the company have come down from 
a peak of Rs.l80 to around Re.,100 . At the current level, 
the share represents average prospects for price 
appreciation. 
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CHAPTER-V 
SUMMERY AND Cp/^C L US I dt\/C^ 
Diamond had been known to India nearly 3000 years 
back. Inaia has a glorious past in diamond trade, cutting 
and polishing. The cutting and polishing of diamond 
first had oeen known to India in the Fourteenth Century. 
Although, it is said that in Fourteenth Century the 
cutting and polishing were also known in Europe but 
there is no certain evidence in this respect. 
It is a fact that all the world famous diamonds 
namely Koh-i-Noor, the Black Orloof, the great Moughal, 
the great Table, the Darya-i-Nur, the Regent and the 
Hope were originated in India. 
In early days of human civilisation the diamonds 
had a very limited use. It was first used in Borrow of 
Idol and also in some sort of astrological purposes. In 
the earlier days those who used diamond they had a belief 
that it helpiin settling down their dispute and their 
sleep will be free from all the nightmares. People used 
diamonds in order to keep themselves away from natural 
calamities and for other curing purposes of certain 
diseases. 
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With the passage of time the people started 
thinking in wider sense and as usual they also started 
using diamonds for commercial use. Today diamonds are 
used in industry very frequently. They also play a 
very important role in cutting different types of 
glasses. 
It is an interesting fact, that India accounted 
for 1 to 3 percent of the total world rough diamond , 
production. However more than 60 percent of the total 
world,production ^5 cut and polished in India. The 
world rough diamonds production increased by 234 percent 
between 1980 and 1991. The major producing nations in the 
world are Angola, Botswana, Central Africa, Republic of 
Ghana, Russia and Australia. Russia and Australia are 
the major contributors towards the world rough diamond 
production. Although in India mora than 60 percent rough 
diamonds are cut and polished but India's cutting and 
polishing centres have not been as good as the centres 
in U.S.A., Belgium, France, Holand, Isreal and China. 
There are many other trade centres which are contributing 
a lot towards diamond exports. They are in Australia, 
Brazil, Canada, France, England, Italy, Japan, HongKong, 
Thailand etc. 
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The world diamond exports registered a substantial 
increase of 220 percent during the span of six years i.e. 
from 1986 to 1990. While India's export of diamonds:.has 
gone up to 158 percent during the same period. Accordingly^ 
the share of India's diamonds export in the total world 
diamonds export has been on the decline. In 1985 India's 
share in the world diamond export*was 10.5 percent whereas 
in 1990 it stood at 7.5 percent showing a decline of 3 percent. 
Indian diamond industry is mainly located in the western, 
southern and northern parts of India,Gujarat and Maharashtra 
are the major States followed by Rajasthan, Tamil Nadu, 
Kerala, Goa and Orrisa. 80 percent of total work in Inaia 
is carried out in Gujarat and Maharashtra and rest 20 percent 
A^ contributed by other .states namely Rajasthan, Kerala, 
Tamil Nadu, Goa and Orrisa. 
It has been noticed that the w orld diamond production 
and India's imports of rough diamonds registered an 
increase of 234 percent and 360.20 percent respectively 
between 1980-81 and 1991-92. As a result, the percentage 
share has increased by 23 percent. This means the rate of 
India's imports of rough diamonds is higher than the rate 
of world rough diamond production during the same period. 
It is also observed that the trends in value addition 
as percentage of total imports is on the decline because 
the value of imports of rough diamonds registered an 
increase by 12 times and the export value of diamonds 
recorded an increase of 10 times. Accordingly the 
value addition percentage of exports has decreased by 
22 percent. This means that productivity of our cutting 
and polishing units have come down during this period, 
India's export has increased by 4 times while the 
diamonds export went up by 8 times and as a result the 
share of diamonds export in India's total exports 
registered an increase of nearly 6 percent during the 
period under review. However, there are certain constraints 
which are standing in the way of rapid growth and development 
of the Indian diamond industry. 
The Indian diamond industry, which has emerged as an 
export oriented industry has been facing the problems of 
raw material, low margin, technology, finance, training, 
V/eak Export Stra.tegy, Unrest in the country etc. 
Task Ahead; Hence the following are the suggestions to 
overcome the said problems:-
Raw Material : First of all it should be ensured that the 
regular supply at cheaper rate without tampering the quality 
shouM be maintainedit should not entirely depend on 
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Diamond Trading Company(DTC) and Central Selling 
Organisation(C30). Efforts should be made to get the 
direct supply from the major sources. There should be 
proper arrangement for the inspection of roughs that 
are being imported. In this regard perfect coordination 
between the Government, importers and exporters must;be 
established. Similarly, Government should further liberalise 
policy so that raw material problem should be eased out. 
Low Margin : In order to increase the margin of profits 
the cost must be reduced. Today, India is exporting . 
diamonds to few nations/. ItpHMiHV We have to diversify our 
exports to other countries to realise higher unit value. 
For this India has to undertake the market survey programme 
in different importing countries especially in oil 
producing countries as they are looking more ^&-^«^?^" s 
buyers. 
There should be some agencies in different destinations 
for getting informations on regular basis in respect of 
taste and choice of the people in respective areas. 
Technology : Indian diamonds are in great demand in the 
world market however they need improvement in quality 
which could be possible through technological innovation. 
There should be a proper use of modern technology in 
the processing process. The traditional and outdated 
5^ 
tools should be replaced by modern and latest tools 
particularly the laser technology. Government should 
allow the imports of modern and latest tools used in 
cutting and polishing of rough diamonds. 
Finance; There should be proper arrangements for the 
supply of funds for the purpose of import and export 
of diamonds. Government must ask all the financing 
agencies to extend credit to export units. Keeping in 
mind the export performance and pot-^ntialities of Indian 
Giamond industry in the world market.y^oank or an organisation 
should be established to look after the financial needs 
of the industry. 
Diamond Bourse; On the pattern of Isreal*diamond Bourse 
and Jewellary Centre of Thailand, India should develop 
such organisations/centres to maintain.continuous flow of 
order for cut and polished diamonds. These types of Bourses 
and centres should be equipped with all modern infrastructure. 
Prop>::f rK^ 7'^ *^«^ Districts /^: Generally the diamond districts 
of India are in a very poor condition*. Snatching of packets 
and robbery are the common features. Beggars are seen in 
large number*. The roac conditions of these districts are 
not good enough. It is the duty of the Government to assure 
the buyers who are coming from different countries and far 
away places that these districts are very safe for them. 
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S i m i l a r l y , Government should take a l l s t eps in regard 
t o main ta in ing the law and o rde r in diaiTond d i s t r i c t s . 
Persona l Rela t ion Ce l l : There i s a g r e a t need of (PRC) 
and the Government v/ith the coopera t ion of diamond 
c u t t i n g and p o l i s h i n g u n i t s owners must e s t a b l i s h a 
dynamic PR C e l l . This C e l l should be looked a f t e r by a 
w e l l q u a l i f i e d person whose b a s i c r e s p o n s i b l i t i e s should 
be t o make h e a l t h e i r r e l a t i o n s h i p between workers and 
e x p o r t e r s . Whenever any d i s p u t e a r i s e s between the owners 
and workers i t should be-^oLduty of PRC to s e t t l e down the 
d i s p u t e as soon as p o s s i b l e in a more •^vuJt^i^ manner. 
Indian Bourse should be the member of World Federa t ion 
of Diamond Bourse (WFDB) . Indian Diamond Bourse should 
a l s o be made a t par with7-^-^/?V-^-.> Milan, Johensburo/ Los 
Ange les , P a r i s and Singapore Diamond Bourses . 
Induct ion of Profess iona l i sm in p rocess ing and marketing : 
There is a g r e a t e r need of induc t ion of p ro fess iona l i sm 
in the f i e l d s of p r o c e s s i n c , marketing and f inancing of the 
i n d u s t r y . Process ing of rough diamonds must be given 
under t h e superv i s ion of a person who has a diplonre in 
diamond c u t t i n g and p o l i s h i n g . 
Market segment should a l so be handled by rrarketing 
pe r sonne l so t h a t they cruld o rgan ise the riBrketing systosn'. 
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in more effective and efficient ways. Exports and 
imports work should "be supervised by a perron who has 
a com-mand over the procedures relating to imports- and 
exports. 
Training and Education: V/orkeri engaged in cutting and 
polirhing process Should be trained according to the 
existing international standards so that they become 
capable of up:ing modern technology in most efficient 
and effective manner. They should aiso be given 
international expou'-re for creating confidence and zeal. 
Trained Custom Officer; Above all there ie a need of 
trained custom officers wlo can make effective and efficient 
assessments of roughs and finished diamonds yo that 
consignments must be eent as cuickly as possible. 
Alliance with Trading Blocks; The reshaping of world 
economy leading to tke emergence of different trading 
blocks such as EC-29, ASEAN^Pacific have resulted in the 
growing realisation that third world countries face 
intensive corapetitio'^  with these blocks on account of 
both tarrifs and non tarrifs barriers. Eence^India should 
adopt a strategy to integrate itself with^nations of these 
tradi-ng block5. This will gi\e us tx,e requisite bargain 
pover to compete in the international market. 
61 
Concessions in Air Lifting of Diamonds; 
There is no other way except the air lifting of diamonds in order 
to reach either destination on time. Government should grant some 
concessions in the air lifting of the diamonds so that the Indian exports 
of diamond could become more competitive and should face thugh competi-
tion with Srilanka, Thailand and China specially in regard to prices. 
Quality Control; There should be proper arrangament by the Government 
in cooperation with the Gems and Jewellery Exoort Promotion Council for 
the quality control at each and every cutting and polishing Centres in 
India. It should ask the exporters to set up quality control section at 
work places in India. 
Government should provide subsidy to those exporters who are setting 
up such centres for getting technical assistance from developed nations 
•in order to improve the quality. 
Publicities; As the export of diamonds suffers due to lack of compre-
hensive publicity in the world market, the method of publicity should be 
made more practical, purposeful and meaningful beside publicity through 
trade fairs, demonstration and distribution of literature. They have to 
adopt the electronic media for tlie publicity. Government have to make an 
arrangement for the display of diamonds and diamond studded jewellery in 
each and every retail shop of gems and jewellery in potential buyer 
country. 
Market Research: 
As the market research is the costly affair, t ^ 
Government and semi-Government agencies should take 
the responsibility of conducting marketing surveys in 
different parts of the world in regard to ascertain 
the demand of diamonds and diamond studded jewell.£xy 
on a regular and sustained basis. The reports of these 
surveys should be completed within shortest span of 
time bringing correct and comforehensive information 
in regard to the potential of importing cou;:itries so 
that the use of this could serve a better cause of 
diamond exporters. 
Check on Unrest in the country: 
The main diamond producing districts should be 
made free from any communal violence. For this all 
corrective measures should be taken. Government 
should ask the civil administration of these districts 
that it is their responsibility to check the communal 
violence. They must ensure tlie workers as well as foreign 
buyers that these district are free from cummunal 
disturbances. 
G3 
India occupie s a very prominent place in the 
world diamond industry hence the export problems must 
be tackled at v/ar footing. If these problems are 
solved, a new era may emerge for Indian Diamond 
industry to attain al-jround propperity,g-rowth and 
development which could deliver fruits to the nation 
in the form of more valuable foreign exchange. 
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Germany 1.67 
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Other 
country S.l*^  
'PEITDIX-I 
CF KAJOR 
87-88 
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1.79 
1.75 
2.11 
7.36 
IMPORTERS OF 
88-89 
35.74 
18.42 
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2.93 
1.37 
2.54 
6.58 
INDIA 
90-91 
32.03 
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3.73 
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1.94 
5.62 
SOURCE:,Compiled by the Researcher from different sources 
APPENDIX - II 
EXPORT OF ALL MAJOR C0UNTRIE3 BETWEEN 1986-87 and 1989-90 
86-87 87-88 88-89 89-90 
U.S.A. 857.07 992.09 15t1.69 1625.26 
Japan 29?. 11 489. :"0 779.44 962. :^2 
Belgiuft 264.25 :?^ 41.78 74?.65 94?.06 
Hongkong 290,68 299.86 628.65 689.?0 
Thailand ?6.05 4?.71 124.07 .18;.04 
Switzerland 61.91 56.87 104.96 1?0,58 
Israel 27.20 51.50 107.49 117.51 
Source: Gems Sc Jewellery Export Promotion Council-Delhi 
